STATE OF CALIFORNIA Arnold Schwarzenegger, Governor

DEPARTMENT OF INDUSTRIAL RELATIONS
Office of the Director )

455 Golden Gate Avenue, 10t Floor

San Francisco, CA 94102 :

Tel: (415) 703-5050 Fax: (415) 703-5058

MAILING ADDRESS:
P. O. Box 420603
San Francisco, CA 94142-0603

DATE: November 29‘, 2010

TO: California Self-Insured Employers

FROM: John C. Duncan  fu/ by - ITa
Director .

SUBJECT: Fiscal Year 2010/2011 Assessments:

Workers’ Compensation Administration Revolving Fund (WCARF)
Uninsured Employers Benefits Trust Fund (UEBTF)

Subsequent Injuries Benefits Trust Fund (SIBTF)

Occupational Safety and Health Fund (OSHF)

Labor Enforcement and Compliance Fund (LECF)

Workers’ Compensation Fraud Account (FRAUD)

Labor Code Sections 62.5 and 62.6 authorize the Department of Industrial Relations to assess employers
for the costs of the administration of the workers’ compensation program. These assessments provide a
stable funding source to allow the courts to resolve claims more quickly, to assure safe and healthy
working conditions on the job to prevent injuries from occurring, to help ensure the enforcement of
minimum labor standards and the statutes covering workers’ compensation insurance coverage, and to
improve the overall operation of the system.

The purpose of this letter is to inform you that you will be receiving an invoice for your share of the
assessments authorized by Labor Code Sections 62.5 and 62.6. The Labor Code requires allocation of the
total assessment between insured and self-insured employers in proportion to payroll for the most recent
year available

2011 Self-Insured
Authority Type Total Assessment | Employer
; for all Payers Assessment
. , Factor
Labor Code | Workers’ Compensation Administration ‘
§ 62.5 | Revolving Fund Assessment (WCARF) $246,170,368 |  0.022070
Labor Code | Uninsured Employers Benefits Trust Fund
s 625 Assessment (UEBTF) §53,202,189 ) 0.008843
Labor Code | Subsequent Injuries Benefits Trust Fund
§ 62.5 Assessment (SIBTF) $26,439,000 1 0.003563
Labor Code | Occupational Safety and Health Fund
§62.5 | Assessment (OSHF) $59,583,275 1 0.007450
Labor Code [ Labor Enforcement and Compliance Fund
§ 62.5 Assessment (LECF) $53,375,309 0.006959 ,
Labor Code = | Workers’ Compensation Fraud Account
§62.6 | Assessment (FRAUD) $50,157,805 ] 0.005931




iy

Attached is a worksheet detailing the methodology used to compute the Workers’ Compensation
Administration Revolving Fund, Uninsured Employers Benefits Trust Fund, Subsequent Injuries Benefits
Trust Fund, Occupational Safety and Health Fund, Labor, Labor Enforcement and Compliance Fund
allocation and Workers’ Compensation Fraud Account Assessment, and to allocate the assessment between
insured and self-insured employers.

"Your share of the various assessments will be calculated by multiplying the self-insured employer
~assessment factors for each assessment by the total indemnity paid by your organization.

If you have any questions, please contact the Office of Self-Insurance Plans in Sacramento at
(916) 574-0300. ~

Attachment



California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

METHODOLOGY

Labor Code Sections 62.5 and 62.6 require the Department of Industrial Relations to levy the total amounts of the Workers'
Compensation Administration Revolving Fund Assessment, Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Trust Fund Assessment, Occupational Safety and Health Fund Assessment, Labor Enforcement and
Compliance Fund Assessment and Workers' Compensation Fraud Account Assessment between insured employers and self-
insured employers in proportion to payroll paid in the most recent year for which information is available.

. Step 1: Determine Total Assessments Required for 2010-2011
(1.1) |Workers' Compensation Administration Revolving Fund Assessment (Labor Code § 62.5).... $109,036,251
Total Assessmerit Required..........ccoco v v $246,170,368

Fund Baiance.................... {$125,379,000)
" DWG 0910 Undercollection... e (§9,649,213)
SIP 0910 Undercollection......... .o oo ei v eii e ($2,105,3804)
$109,036,251
[(1:2}]Uninsured Employers Benefits Trust Fund Assessment (Labor Code § 62.5)..................... $45,915,257
Total Assessment Required......... ..o e $63,202,189
Fund Balance... ... ..o eceec e e ($7,923,123)
DWC 0910 Overcollection. .. $834,233
SIP 0910 Undercollection... ....o. oo vvveerrveirees | ($198,042)
) $45,915,257
[(1.3)]Subsequent Injuries Benefits Trust Fund Assessment (Labor Code § 62.5)....................... $18,398,951
’ Yol ASSBSSMENt REQUIred........o.oecov vt $26,439,000
Fund Balance...............coo v v e ($4.714,000)
DWC 0910 Undercollection... ... e oo ($3,216,461)
SIP 0910 UNdBrcollection. ... .. vvecoeee e e, (5109,588)
$18,398,951
[(1.4)] Occupational Safety and Health Fund Assessment (Labor Code § 62.5).............c..c.ocee.on $36,689,552
_ Total Assessment Required... .. ..........cccoveir $59,683,275
Fund Balance...................... ($21,544,000)
DWC 0940 Undorcollection. ... ($605,627)
SIP 0910 Undarcollection... ... cooce oo vercreraenan ($744,096)
$36,689,662
Labor Enforcement and Compliance Fund Assessment (Labor Code § 62.5)..................... . $34,895,449
Total Assessment Required..........ccc.coore v .. $53,375,308
FUNABalance.......c.....oo i e e e ($17.732,000)
DWC 0910 UNDSrColloction. . .o .ov.vevvvveerer. s ($232,971)
S|P 0910 Undercollection... ............ o oceeenan {$514,889)
$34,895,449
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California Department of industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,.
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

(1.6) |Workers' Compensation Fraud Account Assessment (Labor Code § 62.6)..........ccc..c.ovvnvnnn. $30,839,547

The workers' compensation fraud account assessment is established by the Department of Insurance, Fraud Commission.
$50,157,805

Fund Balance.................... {$12,434,328) °

DWC 0810 Undercollection..............cc..... ... ($6,764,388)

Total Assessment Required..

SIP 0810 Undercollection.............cooccvveveeeenn, ($119,532)
$30,839,547

Step 2: Determine Payroll Amounts

[ (2.1) | Total payroll for insured emMPIOYEIS............vv it e
Source: California Workers* Compensation Insurance Raling Bureau (WCIRB) policy year 2007 .

(2.2) |Payroll for self-InSUIred eMPIOYEIS ....c...v.evier vt e e eee e et ee e e e $178,039,722,064

(2‘.2.1) 2008-09 Fiscal Year for Public Sector*............... $98,637,009,518
(2.2.2)| 2009 for Private S8ctOr..............c.ccvvvcvieeean. $79,402,712,546

* Source. Department of Industrial Relations, Office of Self-Insurance Plans (excludes State of California)

Payroll for State of California (incIuding SCIFY*™ ...t eieeeeeiaie s $14,395,066,211

*Soyrce: (Department of Personnel Administration, Fiscal Year 2009-10)

Total payroll for Self-INSUred @MPIOYEIS. . ...vvviiviiiitieeee et ve e s e $192,434,788,275 2

Total COMBINEA PAYFOI. ...\ vttt ittt e ee et et e e et e e $662,934,867,678 3

{Insured and self-insured employers)

Step 3: Calculate Proportional Payroll for Insured and Self-Insured
Employers ‘

lnsured Employers:

Insured Employer Payroll - Methodology Section {2.1) . $470.500.079.403 = 70.97%
Total Combined Payroll Methodology Section (2.5) $662,934,867,678
(3.2) | Self-Insured Employers:
Self-Insured Employer Payroll  _ Methodology Section (2.4) - $192.434,788,275 = 20.03%
Total Combined Payroll Methodology Section (2.5) $662,934,867,678 )

! (2.2) Payroll for Self-Insured Employers = £ of Mathodology Section (2.2.1) and Methodology Section (2.2.2)

2 4) Total Payroli for Self-Insured Employers = £ of Methodology Section (2.2) and Methodology Section (2.3)
% (2.5) Total Combined Payroll = £ of Methodology Section (2.1) and Methodology Section (2.4)
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California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

Step 4: Determine the Total Assessments for Insured and Self-Insured

Employers
I Workers' Compensation Administration Revolving Fund Assessment i

Calculation for insured Employers:
> (WCARF Assessment) X 70.97% =  $109,036,251 X 70.97% ...ccoomviireriecninnnn. $77,383,027
» INCREASED by credits due individual insurers which undercollected against previous '

AVANCES [ COR § 1560T]...1uitieieiie it rerirrrieesteitteseoseesesersensotaneressstanensssestesaasrassesrreaseresnaseanas $71,957,937
P INCREASED by insurer undercoliection 0910 [pursuant to CCR™ § 15606(f)]........ovvreerereeioneneaeiniennn $9,649,213
{4.1) {Resulting Final insured Employers Workers' Compensation User Funding Assessment................... $158,990,177

Calculation for Self-Insured Employers:

» { WCARF Assessment) X 29.03% = $109,036,251 - X 29.03% . . $31,653,224
> INCREASED by the Self-Insurer undercollection from [ Lo T =T | R ORI $M
{4.2) |Resuilting Final Self-insured Employers Workers' Compensation User Funding Assessment....... $33,759,128
( Uninsured Employers Benefits Trust (UEBT) Fund Assessment ]
Calculation for Insured Employers: '
P (UEBTF Assessment] X 70.97% = - $45,915257 X TO9T% e s $32,586,058
p INCREASED by credits due individual insurers which undercollected against previous
advances [ CCR § 15608].......cc..ovvriesiiimrrinicrsien,s e e s $12,542,458
P DECREASED by the Insurer overcoliection for 0910 [pursuant to CCR § 15606(N] v vvvvrvrerrivirreree, ($834,233)
Resulting Final insured Employers UEBT FUNd ASSESSMENT...........ooieoivieirier i $44,294,283
Calculation for Self-Insured Employers:
» (UEBTF Assessment) X 29.03% = $45,915,257 X 29.03% i $13,329,199
P INCREASED by the Self-Insurer undercollection from PriOr YEAT........c.vvviiiie i ioieeireees oo veiesseera e $198,042
(4.4) |Resulting Final Self-Insured Employers UEBT FURD ASSESSMENL.............c.ov.verorerrsieseossesseseneeesies $13,527,241
ll Subsequent Injuries Benefits Trust (SIBT) Fund Assessment ]l
Calculation for Insured Employers:
P (SIBTF Assessment) X 70.97% = $18,398,951 X T0.97% vvveivieiineei $13,057,736
p INCREASED by credits due individual insurers which undercollected against previous
AAVANGCES [ COR § T5B08). ...\ ov oot eeeereee e e et et eee ettt eee v e s e s ses s ene e e s e $2,902,790
P INCREASED by insurer undercollection 0910 [pursuant to CCR § 15606(F)].........cveevvveremreeerireeccenis $3,216,461
MResulting Final Insured Employers SIBT Fund Assessment........... $19,176,987
Calculation for Self- insured Employers: ’
P (SIBTF Assessment) X 29.03% =  $18,398,951 X 28.03% oo $5,341,215
B INCREASED by the Self-Insurer undercolection from PriOr YEM... ... .vveeevecerersereeesiereeresieeesreraaens $109,588
(4.6) |Resuiting Final Self-insured Employers SIBT FUNG ASSESSMENL................eviveericousereneirireecninis $5,450,803
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California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

II Occupational Safety and Health Fund (OSHF) Assessment H
Calculation for insured Employers: ‘

P (OSHF Assessment) X 70.97% =  $36,689,552 X 70.97% oo, $26,038,575
P No credits due individual insurers which undercollected against previous

AAVANEES [ COR § T5600]...1eu ittt ie it ettt e et er et e et e e e s e et e et e e e e st e e $0
P INCREASED by insurer undercoflection 0810 [pursuant to CCR § 15808(f)]......vveveevieiciirnriiierceianns $605,627
Resulting Final Insured Employers SIBT FUNd ASSESSMEBNL.......cooevireerieriieansieneeeseenisieeeeaiea s $26,644,202

Calculation for Self- Insured Employers:
P (OSHF Assessment) X 29.03% =  $36,689,552 X 20.03% cieeiiieieeiiiin e $10,650,977

P INCREASED by.the Self-Instrer undercollection from PO YEaT.......c.vvvvereeecrreereee s ens et eereer e e $744,096
(4.8) |Resulting Final Self-Insured Employers SIBT Fund Assessment ) $11,395,073

” L.abor Enforcement and Compliance Fund (LECF) Assessment H
Calculation for Insured Employers:

P (LECF Assessment) X 70.97% = $34,895,449 X 70.87% coovivniiiiciiieci $24,765,300
P No credits due individual insurers which undercollected against previous

AAVANGCES [ COR § T5608]...1.v1vvevevereriseees st eeeiesrs e aneasceems st sen sesers st e enbe s 4 eba ce s esbec et eatete s i $0
P Increased by the insurer undercollection for 0910 [pursuant to CCR  § 15606(N)........c.cocvvinniiinen, $232,971
(4.9) |Resulting Final Insured Emplayers SIBT Fund ASSESSMENE.........vcvvveiiiiiiieierii e $24,998,271

Calculation for Self- Insured Employers:
P (LECF Assessment) X 28.03% =  $34,895,449 X 29.08% oo $10,130,149

» INCREASED by the Self-Insurer undercollection from prior YEar...........o.evvvvivriveiviioiie e cee e $514.889
Resulting Final Self-Insured Employers SIBT Fund Assessment $10,645,038
|| Workers' Compensation Fraud Account Assessment ' H

Calculation for Insured Employers:

P (Fraud Assessment) X 70.97% =  $30,839,547 X 7087% i $21,886,827

P INCREASED by credits due individual insurers which undercollected against previous

advances [pursuant t0 CCR § 15B00) .. .. eiiiviieieiiier et e otr e e e se e itree s se st e s reasie e eae saeees $18,310,561

P> INCREASED by insurer undercollection 0910 [pursuant to CCR  § 15606(f)] $6,764,398
(4.11)Resulting Final Insured Employers Workers' Compensation Fraud Account Assessment.. $46,961,786
Calculation for Self- Insured Employers:

P (Fraud Assessment) X 29.03% =  $30,839,547 X 29.03% $8,952,720

P DECREASED by the Self-insurer overcollection from prior year.........cc.coovvvveiricrceiinierininenens $119,532
Resulting Final Self-insured Employers Workers' Compensation Fraud Account Assessment........... $9,072,252
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California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent injuries Benefits Trust Fund Assessment,
Occupational Safety and Heaith Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

Step 5: Calculate the Assessment Factors

Workers' Compensation Admmlstratlon Revolving Fund Assessment Factor

)

(5.1) ’Calculation for Insured Employers:

Total Insured Employers Assessment - $158,990,178 = 0.014721
Total Direct Workers' Compensation* $10,800,000,000 o
“Estimated Premium { Source: WCIRB estimate for 2010 Policy Year)

{5.2) |Calculation for Self-Insured Employers:

Total Self-Insured Empioyer Assessment - $33,759,128 = 0.022070
Total Amt. of Workers' Comp. Indemnity Pd** $1,529,631,737
“*SOQURCE: Dept. of Industrial Relations, Office of Self-Insurance Plans { X of Methodology Sections {5.2.1) to (5.2.3)):
(5.2.1) _[2008-09 Public SECIOr......vcocvmivnririiiririvitinnnnie, $846,463,847
(5.2.2) |2009 Private Sector. . $550,287,430
(5.2.3) 12009-10 State of Califomia*** $132,880,460

“**SQURCE : Department of Personnel Administration

Uninsured Employers Benefits Trust (UEBT) Fund Assessment Factor

1(5.3) |Ca|culation for Insured Employers:

Total insured Employers Assessment  _ 44,294,283 = 0.004101
Total Direct Workers' Compensation* $10,800,000,000 ’

*Estimated Premium ( Source : WCIRB estimate for 2010 Policy Year)

(5.4) [Calculation for SelfInsured Employers:

Total Seif-Insured Employer Assessment $13,527.241 =  0.008843
Total Amt. of Workers' Comp. Indemnity Pd ** $1,529,631,737

**SQURCE: Dept. of Industrial Relations, Office of Self-Insurance Plans [ £ of Methodology Sections (5.2.1) to (5.2.3)]

Subsequent Injuries Benefits Trust (SIBT) Fund Assessment Factor

L(5.5) [Calculation for Insured Employers:

Total insured Employers Assessment - $19,176,987 - 0;001776

Total Direct Workers' Compensation* $10,800,000,000
“Estimated Premium { Source . WCIRB estimate for 2010 Policy Year)

Calculation for Self-insured Employers:

Total Self-Insured Employer Assessment - $5.450,804 = 0.003563
Total Amt. of Workers' Comp. Indvemnity Pd.** $1,529,631,737

*SOURCE: Depl. of Industrial Relations, Office of Seif-Insurance Flans [ ¥ of Methodology Sections (5.2:1) to (5.2.3)]:
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California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

Occupational Safety and Health Fund (OSHF) Assessment Factor A H
_(51._7_)_JCalculation for Insured Employers: :
Total Insured Employers Assessment $26.644,202 = 0.002467
Total Direct Workers' Compensation* $10,800,000,000 - -

*Estimated Premium ( Source: WCIRB estimate for 2010 Policy Year)

(5.8) |Calcutation for Self-nsured Employers:

Total Self-Insured Employer Assessment - $11.395.073 = 0.007450
Total Amt. of Workers' Comp. Indemnity Pd.** $1,529,631,737

*SOQURCE. Dept. of Industrial Relations, Office of Self-Insurance Pians [ £ of Methodology Sections (5.2.1} fo (6.2.3)]:

Labor Enforcement and Compliance Fund (LECF) Assessment Factor H
(5.9) }Calculation for Insured Employers:

Total Insured Emplovers Assessment  _ $24,998.271 = 0.002315
Total Direct Workers' Compensation® $10,800,000,000

“Estimated Premium ( Source: WCIRB estimate for 2010 Folicy Year)

(5.10) Calculation for Self-insured Employers:

Total Self-insured Employer Assessment - $10,645.038 - 0.006959
Total Amt. of Workers' Comp. Indemnity Pd.** $1,629,631,737

“SQURCE: Dept. of industrial Relations, Office of Self-Insurance Plans [ £ of Methodology Sections (5.2.1) to (5.2.3)):

Workers' Compensation Fraud Account Assessment Factor Il
(5.11 ﬂCalculation for Insured Employers:

Total Insured Employer Surcharge - $46,961,785 = 0.004348
Total Direct Workers' Compensation* $10,800,000,000

*Estimated Premium ( Source : WCIRB estimate for 2010 Policy Year)

(5.12) Calculation for Self-insured Employers:

Total Self-Insured Employer Surcharge - $9.072,253 = 0.005931
Total Amt. of Workers' Comp. Indemnity Pd.** $1,529,631,737 T

**SOURCE: Dept. of Industrial Relations, Office of Self-insurance Plans [ X of Methodology Sections (5.2.1) to (5.2.3));

Step 6: Determine Individual Employer's Workers' Compensation
Administration Revolving Fund Assessment

(6.1) Individual Insured Employers:

Assessment Factor[ 0.014721 1 X Employer's Expected Assessable Premium*

(6.2) {Calculation for Individuat Self-Insured Employers:
Assessment Factor [ 0.022070 ] X Total Indemnity Paid by the Employer
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California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

Step 7: Determine Individual Employers Uninsured Employers Benefits
Trust (UEBT) Fund Assessment

[ (7.1)] Individual Insured Employers:

Assessment Factor [ 0.004101 ] X Employer's Expected Assessable Premium*

(7.2) |Calculation for Individual Self-Insured Employers:
Assessment Factor[ 0,008843 ] X Total indemnity Paid by the Employer

Step 8: Determine Individual Employeré Subsequent Injuries Benefit Trust
(SIBT) Fund Assessment
_Individual Insured Employers:

Assessment Factor[ 0.001776 ] X Employer's Expected Assessable Premium’

{(8.2) | Calculation for Individual Self-Insured Employers:
Assessment Factor[ 0.003563 ] X Total Indemnity Pald by the Employer

Step 9: Determine Individual Employers Occupational Safety and Health
(OSHF) Fund Assessment

19.1{ Individual Insured Employers:
Assessment Factor[ 0.002467 ] X Employer's Expected Assessable Premium*

(9.2) [Calcuiation for Individua! Self-Insured Employers:
Assessment Factor[ 0.007450 ] X Total indemnity Paid by the Employer

Step 10: Determine Individual Employers Labor Enforcement and Compliance
(LECF) Fund Assessment

Individual insured Employers:

Assessment Factor[ 0002315 ] X Employer's Expected Assessable Premium*

(10.2)} Calculation for Individual Self-Insured. Employers:
Assessment Factor[ 0.006959 ] X Total Indemnity Paid by the Employer

Step 11: Determine Individual Employer's Workers' Compensation
Fraud Account Assessment

Individual Insured Employers;

Assessment Factor [ 0.004348 ] X Employer's Expected Assessable Premium*
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_ California Department of Industrial Relations
2010-2011 Workers' Compensation Administration Revolving Fund Assessment,
Uninsured Employers Benefits Trust Fund Assessment,
Subsequent Injuries Benefits Trust Fund Assessment,
Occupational Safety and Health Fund Assessment,
Labor Enforcement and Compliance Fund Assessment and
Workers' Compensation Fraud Account Assessment

(11.2) Calculation for Individual Self-Insured Employers:
Assessment Factor [ 0.005931 ] X Total Indemnity Paid by the Employer

* Assessable Premium .
The premium the insured is charged after all rating adjustments-(experience rating, schedule rating, premium discounts,
expense constants, retrospective rating, etc.) except for adjustments resulting from the application of deductible plans or the
return policyholder dividends.
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